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CROP-HAIL  INSURANCE,    1965--VOLUME,    COST,    INDEMNITIES  J./ 

By 
Lawrence  A.  Jones 

Economic  Research  Service 
Farm  Production  Economics  Division 

VOLUME  OF  COVERAGE 

The  volume  of  crop-hail  insurance  in  the  United  States  expanded  in  most  years 
since  the  1930's  and  reached  an  alltime  high  of  $3. 1  billion  in  1965  (table  1).     It  was 
about  6  percent  above  1964  and  nearly  half  again  as  high  as  in  1955.     The  rising 
trend  in  coverage  la  r  gely    reflects    the  increasing  c  o  s  ts   of  production  and  the 
higher  valuation  of  many  crop  harvests. 

Pu  rchases     of  hail    insurance    by  farmers  vary  among  and  within  States, 
depending  upon  such  factors  as  the  likelihood  of  hail  during  the  growing  season  and  the 
susceptibility  of  the  crops  grown  to  hail  damage.     Hail  is  most  frequent  in  the  Moun- 
tain and  Plains  regions   and  least  frequent  in  western  parts  of  the  Pacific  States  and 
southern  sections  of  Texas  and  Florida. 

The  Corn  Belt  accounted  for  slightly  more  than  half  of  all  crop-hail  insurance 
in  the  United  States  in  1965  (tables  2  and  3).     Although  hail  is  only  moderately  frequent 
in  that  region,    severe  damage  occurs  at  times  and  the  risk  in  terms  of  production 
costs  and  crop  values  is  relatively  high.     The  Northern  Plains  region  is  next  in  use  of 
crop-hail  insurance  because  of  frequent  hail  losses  to  wheat  and  other  small  grains. 
The  susceptibility  of  tobacco  to  hail  damage  is  the  major  cause  of  the  comparatively 
large  amount  of  insurance  in  the  Appalachian  region. 

In    terms    of    kinds    of    crops  insured,    coverage  on  corn  is  most  important, 
accounting  for  about  a  third  of  the  U.S.  total.     Wheat  and  other  small  grains  make  up 
nearly  a  fourth  of  all  crop-hail  insurance  and  tobacco  and  soybeans  roughly  an  eighth 
each.     About  7  percent  of  total  crop-hail  insurance  is  on  cotton.     A  variety  of  other 
crops  accounts  for  the  remaining  7  percent  of  crop-hail  coverage. 

About  a  third  of  the  tobacco  crop  is  usually  insured,   the  largest  proportion  of 
any  major  crop.     Next  is  wheat  with  hail  coverage  on  about  a  fourth  of  total  acreage. 


_1_/  For  a  more  detailed  discussion  of  crop-hail  insurance  and  its  historical  develop- 
ment see  Perkinson,  L.B.,  Crop-Hail  Insurance  in  the  United  States,  U.S.Dept.  Agr. 
Econ.  Res.   Serv.  ERS-249,    1965. 


Approximately  a  fifth  of  the  corn  and  soybean  crops  are  protected  with  crop-hail 
insurance.     A  much  smaller  proportion  of  other  crops  is  covered  but  in  some  areas 
hail  protection  for  such  crops  as  cotton,    sweet  corn,    canning  peas,    and  apples  is  im- 
portant.    Practically  no  insurance  is  carried  on  citrus  because  hail  seldom  occurs 
where  it  is  produced. 

PREMIUM  COST 

The  total  cost  to  farmers  of  crop-hail  insurance  reached  a  record    high    of 
$116  million  in  1965  (table  4).     The  rise  in  recent  years  occurred  mainly  because  of 
increased  coverage.     Premiums  as  a  percentage  of  amount  of  coverage  averaged 
highest  in  the  two  Plains  regions--7.5  percent  in  the  Southern  Plains  and  6.9  percent 
in  the  Northern  Plains.    Rates  averaged  about  2  percent  of  amount  of  coverage  in  the 
Corn  Belt,   Pacific,   and  Delta  regions.     Factors  affecting  the  premium  rate  include  the 
risk  of  damage  and  the  type  of  policy.     Hail  insurance  policies  with  deductible  features, 
for  example,   are  less  costly  than  policies  with  full  coverage. 

INDEMNITIES 

Crop-hail  indemnity  payments  to  growers  in  1965  totaled  $70  million  for  the 
United  States—about  2  percent  less  than  in  1964  (table  5).     Largest  losses  for  any 
region,    $25.8  million,   occurred  in  the  Corn  Belt.     The  Corn  Belt  losses  were  larg- 
est both  absolutely  and  relative  to  premium  cost.     Loss  payments  in  the  Northern 
Plains,    Appalachian,   and  Mountain  regions  were  $14.  0  million,    $8.6  million,   and  $8.4 
million,    respectively.     Indemnities  were  small  in  the  Northeast,   Delta  States,    and 
Pacific  regions. 

Hailstorms  are  highly  erratic  and  damage  varies  widely  among  areas  and  from 
year  to  year  (table  6).     During  1956-65  the  greatest  year-to-year  variation  in  insur- 
ance payments  was  in  the  Northeast,   West  Virginia,   and  Oregon;  very  little  insurance 
is  written  in  those  States .    Year- to  year  losses  varied  the  least  in  several  of  the 
Lake,   Corn  Belt,    and  Plains  States. 

Loss  payments  per  $100  of  crop-hail  coverage  were  highest  on  the  average  for 
1956-65  in  the  Great  Plains  and  Mountain  regions  (table  6).        In  Colorado,   they  aver- 
aged $7.  50,    the  largest  for  any  State.     Losses  were  small  on  the  average  in  Alabama, 
Mississippi,   and  Arkansas,   where  relatively  little  insurance  is  written.     Average 
losses  were  moderately  small  in  the  eastern  Corn  Belt  States  of  Illinois,   Indiana,   and 
Ohio. 

FEDERAL  CROP  INSURANCE 

Crop  insurance  sold  by  the  Federal  Crop  Insurance  Corporation  differs  from 
crop-hail  insurance  in  several  ways.     Federal  crop  insurance  provides  financial  pro- 
tection against  most  causes  of  crop  damage  not  caused  by  negligence  of  the  farmer. 
It  also  differs  from  crop-hail  insurance  in  that  coverage  is  limited  to  production  costs, 
it  must  be  taken  before  the  crop  is  planted,    and  all  acres  of  the  crop  unit  must  be  in- 
sured.    With  respect  to  crop-hail  insurance,   a  grower  may  insure  only  a  part  of  his 
acreage;  he  also  has  considerable  flexibility  in  when  he  may  take  out  or  cancel  a 
policy,   and  may  usually  obtain  coverage  for  full  value. 


Hail  losses,     of    course,  constitute  only  one  type  of  crop  damage    for 
which  Federal  crop  insurance  indemnifies  farmers.     During  1948-65,   about  11  per- 
cent of  total  loss  payments  were  attributed  to  hail  damage.     Drought  was  most  im- 
portant,   accounting  for  37  percent  of  Federal  crop  insurance  indemnities  during  that 
18-year  period.     Excess  moisture  (floods,    excess  rain,    etc.)  and  frost  or    freeze 
were  next  in  importance  with  loss  payments  amounting  to  about  15  percent  and  13  per- 
cent,   respectively,    of  the  total. 

Federal  crop  insurance  indemnity  payments  for  hail  damage  amounted  to  about 
85.  2  million  in  1965  or  13  percent  of  total  indemnities  paid  in  that  year.     Wheat  ac- 
counted for  55  percent  of  the  FCI  hail  losses,    followed  by:  corn,    13  percent;  cotton, 
8  percent;  soybeans,    7  percent;  and  tobacco,    5  percent.     Hail  losses  vary  widely  from 
year  to  year,   particularly  for  some  crops.     Payments  made  for  wheat  damage,    for 
example,   in  1956-65  varied  from  $641,  707  in  1960  to  $2,  882,  627  in  1965.     Barley 
losses  due  to  hail  ranged  from  $17,  453  in  1956  to  $295,  428  in  1963.     Corn  losses  were 
$109,917  in  1958  and  $659,  327  in  1965. 


Table  l.--Hail  insurance  on  growing  crops:   Amount  of  insurance,  net 
premiums,  and  losses  paid,  United  States,  1934-65  1/ 


Year 


Amount  of 

insurance 

Million 

dollars 

87 

206 

167 

300 

318 

252 

243 

340 

476 

622 

805 

938 

973 

1. 

199 

1. 

288 

1 

240 

i 

057 

1 

371 

i 

589 

1 

776 

1 

897 

2 

067 

2 

117 

2 

,410 

2 

,452 

2 

,461 

2 

,495 

2 

,420 

2 

,653 

2 

,822 

2 

,888 

3 

,062 

Net 

premium  2/ 

1,000 

dollars 

3,117 

9, 

224 

5. 

969 

10, 

871 

13. 

357 

9. 

709 

9, 

170 

14. 

,859 

20. 

694 

26. 

,929 

34. 

898 

42, 

100 

42, 

502 

58. 

442 

53. 

732 

55. 

186 

40. 

057 

53 

874 

65 

539 

69 

389 

72 

575 

77 

242 

78 

,095 

95 

,368 

103 

,815 

98 

,727 

103 

,022 

96 

,738 

108 

,863 

110 

,976 

112 

,181 

116 

,019 

Loss 
ratio  3/ 


1934 

1935 

1936 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946- 

L947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965  4/--- 


1,000 
dollars 


1 

5 

2 

5 

9 

4 

3 

9 

13 

19 

21 

24 

16 

27 

28 

26 

16 

36 

34 

49 

54 

44 

73 

57 

54 

45 

59 

66 

81 

72 

71 

70 


,777 
,726 
,780 
,150 
,602 
,838 
,573 
,290 
,018 
,443 
,893 
,245 
,990 
,702 
,511 
,823 
,710 
,151 
,927 
,807 
,485 
,701 
,130 
,856 
,655 
,350 
,945 
,772 
,220 
,514 
,882 
,000 


Percent 

57 

62 
47 
47 
72 
50 
39 
63 
63 
72 
63 
58 
40 
47 
53 
49 
42 
67 
53 
72 
75 
58 
94 
61 
53 
46 
58 
69 
75 
65 
64 
60 


1/  By  mutual  and  stock  insurance  companies,  and  State  hail  departments 

2/  After  cash  discounts  and  dividends. 

"3"/  Losses  as  a  percentage  of  net  premiums. 

5/  Preliminary. 
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